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VEaKCTs Definition of Subsidy for 
Covert Oporntional Purposes 


de There hos aeoety Seen much discussion of subsidica 
and subsidy projeots, and i belfeve that sone disagreanent 

has apison duo partly to the fact that all concerned are not 
thinkin; of exaetly the sano situations, It ta common, under 
such clrourtstanosy, to atterpt acreement on a sorion definition. 
Ge are augestings in order to initiate auch agrvement, that 

the definition in the Large Webster dictionary be accepted as 
Stated below and tupplied to sovert operations: 


"RUNSILY = A gum of remey granted by one state 
to nnether, oo ton friendly power to ald in the 
proseqution of a woe <A meant of Sunds or property 
froin ywovermont, as of the state or es runioipal 
corperntion, to a private person or oonpauny to 
assist in to outablisiment or support of an 
enterprise coum adventarcous to the publioe; 

& subvontiatis In practice subsidies are olilefly 
Granted ano nid of transportation @Nnterprisos, as 

to ship, awial, alretrunsport, or railroad conmpmiloen, 
bamtios on sucar boinc noxt in Leportanoos. A 
subsidy may be a simple gift ov may aonsist in the 
paynont of an amount in oxcess of the unsunl charges 
for any services, ug in errrying the mails, or of 
Minds ta aid in ostablishing or maintaining a 
gorviice er oquipment larger or nore powerful than 
the state of trade would warrant, as tho building 
and keepin: in service of vessela desisned for 

uH0 ag cmulsors and auxiliaries in war, punky, 
in often inexaetly used to desimate an entire 
paynont Lor servicos, ac for carrying mail, whion 
properly sporaking Lneludes orpensation for actiial 
Borviees end a gubaldy proper, consilating in the 
mui peld in excess of tho compensations” 


BE. We are partLeularly Lniterestod in the atatenont that 
Subsidy is often Lnomratly used to designate an entire pavyrian t 
for services. We balleve this ts equally eppescabee So thie 
uso of cubsidy in thoss casos where wo aro in complete ccntrol 
of an operation. Thus Lf we merely use a ocmpany, individual, 
or apeney as ea cuteut or asont to run a profoct witch is 
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entirely « CIA project, no question of subsidy io Lnvolved 
and the matter is arranced in the ordinary covert project 
narier gince we lave complste, ar nearly complete, control 
over ell dotalin. These would not pecdiec atudy by aty 
Special comittos, but would be handled in a poutine fashion 
through oonsultation and coordination with tho Confidential 
“unda Grandh, the Genoral Counsel tor the contract, and 

Suok other supportiny offLaus as might be approprintos 


Ge Av Gtated im the dafinition, the subsidy problens 
ariue whon wo mako a cif¢ or an overpaynont £n order to 
produce eertein ropulte in furtherance of ous PULPOBeEs. 
Shase are true subsidies and require the preatoat frasdan 
of apprench, but niso contain by their nature the groatest 
dangeru both to scourlty and to the Arenay's relations with 
Connroegs am! the Camptroller Genersgle A study of suoh true 
subsidies by a spocial aormaittos fs to us a mingnam requirse 
rant in view of tho inherent difrieulties, In the event 
any member of the eouniititoy haa any doubt tn hte nind es to 

he Pinkl recorromietions, he sheuld be quite froe to rales 
hie questions with the Asslatant Direator concerned, and if 
he still has unresolved doubts, the matter should gv dlreatly 
to the Directe. oe 


4 Vory roneraully, it can be stated that since 6 subsidy 
lo Gprant, cift or ovorpryment, the donor 4s in a onitien to 
é°poxe Foasonabla cornditionss The word "peasonable" is used 
auvisodly ag tho condition may vary fron ecorplete and detalied 
upMoruatsa and accountings in tho average case to en oral 
Wikies tendfime and waport dn a most urrusual situatl ane 


LAWRENCE R. HOUSTON 
Ceneradl Counsel 
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